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BAY MILLS 


LIMITED 


ANNUAL REPORT 
for the year ended July 31, 1971 


INDUSTRIES USING OUR PRODUCTS: 


Aircraft 

Aluminum 

Boat 

Building Construction 
Carpet 

Cement 

Chemical 

Curtain 

Electrical 

Hardware 

Highway Construction 
Mining and Smelting 
Paper 

Pipeline Construction 
Production Tooling 
Reinforced Plastics 
Rubber 

Tent Manufacturing 
Toy 

Window Manufacturing 


HEAD OFFICE 


DIRECTORS 
OFFICERS Chairman of the Board 
President 
Vice-President 
Secretary-Treasurer 
EXECUTIVE General Manager 


General Sales Manager 
Controller 
Plant Manager 


SUBSIDIARY COMPANY 


AUDITORS 


LEGAL COUNSEL 


TRANSFER AGENT 


BANKERS 


ANNUAL MEETING 


Midland, Ontario 


ee 


Eric H. Cerny, Montreal 
Steven F. Cerny, Midland 
Gustave W. Fewks, Montreal 
John D. Loveridge, Ingersoll 
J. Reg. Findley, Toronto 
Derek H. Mather, Montreal 
Sidney J. Nicholls, Midland 


Eric H. Cerny 
Steven F. Cerny 
Gustave W. Fewks 
Sydney J. Nicholls 


Steven F. Cerny 
Sydney J. Nicholls. 
Frank G. Spence, C.A. 


Felix Kurschner 


Filterfab Limited 


Hutchins, Mullin & Blair 
Chartered Accountants, Toronto 


Salter, Reilly, Jamieson & Apple 
Toronto 


The Royal Trust Company 
Toronto 


The Toronto-Dominion Bank 


King Edward Hotel, Toronto 
November 23, 1971 


BAY MILLS LIMITED 


REPORT TO THE SHAREHOLDERS 


Net loss for the year ending July 


31st, 1971, was $145,423—eompared 
with net loss for the previous year of 
$65 After allowing for accumu- 


lated dividends on Preferred shares, net 
loss for the last fiscal year amounted to 
87.4c per Common share as against 
49.8c¢ for the preceding year. Earnings 
before depreciation, interest and tax- 
es were $115,123 compared with 
$246,268. 


Working capital at July 31st was 
$675,362 compared with $806,792 on 
the same date a year ago. 


;Sales decreased 3.7% from those of 
the previous year. The main reason 
fe the decline is that shipments to the 
|leisure-time and home __ furnishing 
jmarkets were reduced due to poor 
\general economic conditions. The lack 
lof effective anti-dumping legislation, 
the ease of access to the Canadian mar- 
ket by foreign manufacturers and the 
lincreased value of the dollar have all 
‘combined to create problems in both 
sales volume and pricing. 


Our Midland plant was running at 
, two-thirds of capacity through most of 
Ce ae eee 


Midland, Ontario 
October 20th, 1971 


the fiscal year, but is now running at a 
spuelales level. Our present order book 
Combined with a better economic out 
look indicates that we will be able to 
operate at this level throughout the| 
year. 


The income of the non-woven divi- 
sion was not sufficient to offset the 
heavy product/market development 
expenses required to build this new 
business. The loss incurred was writ- 
ten off. The division is now operating 
at close to its capacity and is expected 
to contribute to earnings from now on. 
We anticipate expanding the capacity 
at St. Catharines due to the require- 
ments of a number of product lines, in 
particular some promising applications 
for the automobile and carpet indus- 
tries. 


An offer to purchase our subsidiary 
Filterfab Limited has recently been re- 
ceived and is being considered by your 
Board. If accepted, it is unlikely to 
have a significant effect on sales, earn- 
ings or working capital. 


The Cumulative Preferred Share 
Dividend was last paid on September 


15th, 1970. It is now one year in 
arrears. Your Company must meet two 
requirements before dividends can be 
resumed. It must have net current 
assets in excess of $750,000 and its net 
earnings after August Ist, 1968, must 
exceed dividends paid since that time. 
Your management does not expect to 
meet both requirements in this fiscal 
year. 


Our contract with the Union repre- 
senting our employees expires on Dec- 
ember 16th, 1971. In view of the loss 
incurred your Company has asked the 
Union to extend the agreement with no 
changes to the end of July 1972. Your 
management hopes that the employees 
and their Union will recognize such an 
extension to be in everyone’s interest, 
so as to allow the Company to regain 
its financial strength. 


The coming year is expected to con- 
tinue to be difficult. However with 
increased utilization of capacity and a 
contribution to earnings from our non- 
woven division, the Company is ex- 
pected to resume its growth in sales 
and profitability. 


Respectfully submitted 
on behalf of the Board 


S. F. Cerny 
President 


BAY MILLS LIMITED 


and wholly owned subsidiary 


Statement of Earnings 
Year Ended July 31, 1971 


EARNINGS (before undernoted items — Note 6) .............. 
CST OT SSRN Cae 0 ie ce 
farerest-on tunded debt o.oo kee ereeeedas, 
Taxes on income (recoverable, deferred) .................. 


NET EARNINGS (LOSS) .——ss—s—sss 


Statement of Source and Application of Funds 
Year Ended July 31, 1971 


SOURCE OF FUNDS as 
Peimeatnings (lOSSpmeer te... teee Be aw. So 
Provision Tor JOCDLECIATIONT iad... Pon cnte Arsene stecs sever. 
Increase (decrease) in deferred tax credit (note 2) .... 
CTE selene) exit fel eek ee ae 
NGIGS Jee SM oo oat ee 
Contributed surplus - area development grant ... 
Decrease (increase) on other assets, 0.0.0.0... 


APPLICATION OF FUNDS 


Net addition to building, machinery and equipment 
Decrease first merigade OONdS seeks ssl 
Dividends. om, preterceansnares =... 24. cal eevee od 
Decrease MOI: Daya lemme nace nn eer soee ec naccnt 


NET CURRENT ASSETS 
NET INCREASE (DECREASE) FOR YEAR .... 


Beginning Of calmer iad. hci ees 


End of year ... 


$ 115,123 
309,599 
100,272 

(149,325) 


$ (145.423) 
309,599 
(141,000) 


23,176 


(3,490) 
3,697 


23,383 


59,808 
55,000 

8,850 
31,159 


154,813 


(131,430) 
806,792 


675,362 


(65,368) 


$ 246,268 


316,161 
107,233 
(111,761) 


i 


(65,365) 
316,161 
(121,000) 


129,796 


54,516 
71,490 
(5,696) 


250,106 


412,867 
55,000 
37,760 


505,627 


(255,521) 
1,062,313 


806,792 


ASSETS 


CURRENT ASSETS 


Cash on hand and on deposit 
Accounts receivable, trade, less allowance for doubtful accounts 
Inventories, at lower of cost and replacement value 
Area development grant receivable 
Prepaid and deferred expenses 


Total current assets -. 


FIXED ASSETS (at cost) 


Buddinds 224 
Machinery and equipment 
Furniture and fixtures 


OTHER ASSETS 


Deposits 2... Tee Acacia 
Cash surrender See of life insurance 


Total other assets 


APPROVED ON BEHALF OF THE BOARD 
S. F. Cerny, Director 


(ong Y,Zizz %.J. Nicholls, Director 


/f 
The accompanying notes form an integral part of the financial statements 


BAY MILLS LIMITED 


and wholly owned subsidiary 


Scenes 
1,040,721 
1,116,186 


17,092 


Dias 


1,457,093 
2,552,473 
62,367 


4,071,933 
1,905,773 


2,166,160 
24,353 


2,190,513 


4,396,599 


525 
1,152,944 
1,220,605 

D9 FTF 
52,136 


2,485,389 


1,457,093 
2,493,090 
61,942 


4,012,125 


1,596,174 


2,415,951 


24,353 


2,440,304 


11,538 
2222 


14,261 


4,939,954 


CONSOLIDATED BALANCE SHEET, JULY 31, 1971 


LIABILITIES 


CURRENT LIABILITIES 


RP RT IN SOLUS CCS co nce ace cae cateenecdeneccnaos 
Accounts payable and accrued liabilities 000. 
Current portion of funded indebtedness .200.........0 ooo. 
ees SR PITICCNIIE SOSINTIAIOON 98 ose ones «ceva cone l se 


FUNDED INDEBTEDNESS 


First mortgage bonds series A (Note 1) 0. Aa 
First mortgage bonds series B (Note 1) 0... oS. Ae . 
Note payable due August 31, 1972, 734% variable 0... 
Note payable due July 31, 1978, 7% eR 
Note payable due $7,788 quarterly, 92% ce. 


DEFERRED TAX CREDIT (Note 2)... 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Authorized: 
149,000 preferred shares, par value $10 each 
500,000 common shares, no par value 
Issued: 
Preferred — 59,000 6% cumulative redeemable, 
participating first preferred shares Series A (Note ) 
Common — 206,985 shares (Note 4) are sf ag ae 


SURPLUS 


OU BES Tre 1S Ue Ceara ea eee nee ee eer Foren Lr 
Reserve for redemption of preferred shares .......0.00... 
Ga ETS ye a oe AE ep Sa Sn cee 
Contributed surplus (Note 3) ....... ee 


Shareholders Gemuimy ......-----~--6.-2.2-----s0seeecseec encase seen eee 


$ 600,000 


834,008 
86,152 


1,520,160 


490,000 
360,000 
150,000 
250,000 

23,361 


1,273,361 


168,000 


590,000 
229,900 


819,900 


308,344 
1,431 
10,000 
295,403 


615,178 
1,435,078 


4,396,599 


$ 731,962 


854,964 
86,152 
be aT es 


1,678,597 


525,000 
380,000 
150,000 
250,000 

54,516 


1,359,516 


309,000 


590,000 
229,900 


819,900 


462,617 
1,431 
10,000 
298,893 


772,94) 
1,592,841 


4,939,954 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1: 


First mortgage Sinking Fund Bonds “Series A” and ‘Series B’ were 
created under a Trust Deed Agreement dated September 1, 1964 
and a Supplemental Deed of Trust and Mortgage dated September 
1, 1968. The Series A Bonds mature September 1, 1984 and are 
repayable in principal amounts of $35,000 per annum. The Series 
B Bonds mature September 1, 1988 and are repayable in principal 
amounts of $20,000 per annum commencing September 1, 1970. 
Bonds of both series are redeemable at the option of the company 
at any time at the prices and subject to the terms and conditions 
contained in the Trust Deed. Covenants for the Series A and 
Series B Bonds restrict the payment of cash dividends in the future 
until net current assets and earned surplus reach specific levels. 
At July 31, 1971, preferred dividends were in arrears in the 
amount of $26,550. 


NOTE 2: 


The deferred tax credit represents estimated tax deferred by 
claiming approximately $314,400 of capital cost allowance in 
excess of that recorded in the accounts. 


NOTE 3: 


The area development grant received is subject to fulfillment by 
the Company of certain conditions until December 1, 1971 which 
it is expected that the Company will meet. 


AUDITORS’ REPORT 


To the Shareholders of 
Bay Mills Limited: 


NOTE 4: 
Outstanding common share warrants and options 
Number 
Warrants with ‘Series A’ Bonds, $7.00 per of Shares 
share to September 1, 1974 0c. 21,000 
Warrants with ‘Series B’ Bonds, $5.00 per 
share to September 1, 1974, 
$6.00 -perssharecton | 9/92) ot eee 12,000 
Warrants with 7% note due July 31, 1978 
$4.50 per share to 1973, 
$5.50. per share 10°11978. 2 ee 50,000 
83,000 
NOTE 5: 
Aggregate direct remuneration paid to salaried directors amounted 
to $100,177. (1970 — $117,104). 
NOTE 6: 


Sales and cost of goods sold for the year ended July 31, 1971, 
compared to the previous year, decreased by 3.69% and .52% 
respectively. 


We have examined the consolidated balance sheet of BAY MILLS LIMITED AND WHOLLY OWNED 
SUBSIDIARY as at July 31, 1971 and the consolidated statements of earnings, surplus and source and ap- 
plication of funds for the year then ended. Our examination included a general review of the account- 
ing procedures and such tests of accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion the aforementioned financial statements present fairly the consolidated financial 
position of the companies as at July 31, 1971 and the results of their operations and the source and ap- 
plication of their funds for the year then ended, in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


August 31, 1971 


HUTCHINS, MULLIN & BLAIR 
Chartered Accountants 


BAY MILLS LIMITED 


and wholly owned subsidiary 


Statement of Surplus Accounts 
Year Ended July 31, 1971 


EARNED SURPLUS 


Balance August 1] 

Deduct: 
Consolidated net loss for the year 
Dividends paid on preferred shares 0o...0.oooc cece ceeeeeee. 
Appropriation to reserve for redemption of preferred shares 


Balance July 31 


RESERVE FOR REDEMPTION OF PREFERRED SHARES 


Balance August 1] 
Add: 


Amount appropriated from earned surplus 


Sie VG roe.) UN HIME bo Ne Sat cae ila A ea 


CAPITAL SURPLUS 


ances AUOUSI i sie tae ener eis 6) eee em Mare Ory, T 
INGRCIADOO TOUTING Me AVEOI Merle eG icca lev mene vussdrssaiyine tees 


Balance suit Slane tre, o.<1, A eee tas eS, ae 


CONTRIBUTED SURPLUS 


Bt yet PACE WS PD Gy 25 er io at ay eg ne ee ee 
Add: 


Area development grant received (final adjustment) .......... 


Del Siam UU MI ee 2 betes cian Wen rhe yapeay ies 


$ 462,617 


145,423 
8,850 


154,273 


308,344 


298 893 
(3,490) 


295,403 


$ 566,222 


65,365 
37,760 
480 


103,605 


462,617 


10,000 


10,000 


284,254 


14,639 


298,893 


OPERATING RESULTS 


Earnings 

Provision for Depreciation 

Interest 

Provision for Taxes on Income 

Non Recurring Items 

Net Earnings (Loss) 

% of Shareholders’ Equity at Beginning of Year 
Per Common Share 


BALANCE SHEET DATA 


Net Current Assets 

Fixed Assets less Depreciation 
Other Assets 

Net Tangible Assets 


Funded Debt 
Other Deferred Financing 


Shareholders’ Equity 


FINANCIAL RATIOS 


Current Assets to Current Liabilities 
Net Tangible Assets to Funded Indebtedness 
Shareholders’ Equity to Funded Indebtedness 


{ Includes deferred tax credit 
* Prior to expansion in 1965 


BAY MILLS LIMITED 


$ 115,123 
309,599 
100,272 

(149,325) 
(145,423) 
(9.1%) 

(87.4c) 


$ 675,362 
2,190,513 
10,564 
2,876,439 


850,000 
591,361T 


1,435,078 


$ 246,268 


316,161 
107,233 
(111,761) 


(65,365) 
(3.9%) 
(49.8c.) 


$ 806,792 


2,440,304 
14,261 


3,261,357 


905,000 
763,51 6T 


1,592,841 


635,406 
235,471 
92,142 
154,816 
5,865 
147,112 
10.6% 
525: 


1,062,313 
2,343,598 

65,416 
3,471,327 


960,000 
830,000 


1,681,327 


COMPARATIVE TEN YEAR RECORD 


$ 578,435 
165,171 
41,140 
196,000 
176,124 
14.2% 
66.3c. 


$ 828,036 
1,485,902 
73,373 
2,387,311 


595,000 
408,000 t 


1,384,311 


1.84 
4.01 
2.33 


$ 422,940 
171,208 
43,415 
105,000 
103,317 
9.1% 
32.4c. 


$ 620,004 
1,352,946 
6,044 
1,978,994 


630,000 
105,000 t 


1,243,994 


1.60 
3.14 
t3s7 


$ 243,744 
170,560 
45,317 


27,867 
2.5% 
(3.9c.) 


$ 419,579 
1,382,343 
3,755 
1,805,677 


665,000 


1,140,677 


1.35 
2.71 
1.72 


4,042 

132,967 

31,266 
(69,107) 
(91,084) 
(7.3%) 
(61.7c.) 


$ 370,598 
1,427,739 
14,473 
1,812,810 


700,000 


1,112,810 


1.32 
2.59 
1.59 


$ 258,745 
75,248 
6,374 
60,308 
116,815 
22.2% 
39.2c. 


$ 601,685 
803,392 
11,425 
1,416,502 


170,000 


1,246,502 


280,080 
57,166 


$ 213,220 
55,888 
16,790 15,465 
82,000 47,090 
124,124 94,777 
30.0% 30.2% 


406,244 324,896 
313,812 305,383 

15,882 8,370 
735,938 638,649 


210,410 234,719 


525,528 403,930 


2.04 2.06 
3.49 2.72 
2.50 192 


BAY MILLS LIMITED. 


~ MIDLAND 


ONTARIO 


pees Eee MM 
Lute ©) a eal 


Nine Months Ended April 30, 1971 


yy Buy Sivas END Sanne AN OL SpE aD 


and wholly owned subsidiary 


(UNAUDITED) 
Nine Months Ended 
April 30, 1971 April 30, 1970 
STATEMENT OF EARNINGS , 
EARNINGS (before under-noted items) oeccccccccccccccccscsneiseesstesveneee $ 27,793 $ 269,850 
Depreciation ee usual tees ith Preset athe MMMM eR MLS 230,439 221,250 
Interest on funded debt 0032 com eee crn hemes  etpaeameas 75,982 80,486 
Taxes VON VINCOMEH 5. omnes JE attamanenr any bY ade e cae, ee —_ —_ 
NET EARNINGS (Loss) 2i..0005.0.c:000 A ellie AA cent ean $ (278,628) $ (31,886) 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
SOURCE OF FUNDS | 
Wet) earnings’ (loss) occcee Meri eh ces eRe. ieee REED ae poet $ (278,628) $ (31,886) 
Provision: for “depreciation 405s ecoie ee eee ee ae 230,439 221,250 
Total’, LromA"OPEraciwons sine cco co: cee ae el eee nee cere eee (48,189) 189,364 
smArea development 'erant xO ohacagadcu citrate en te ee ece tem (3,490) 70,713 ~ 
Chane in“other asdets 22.0050) 12 cit Seen a eee 1,812 (4,193) 
Notes, eisstted ) 2223 xe cee scuiltencrchadaearden teen eee he ew tO aust A Oe ceded — 56,902 


$ (49,867) $ 312,786 


APPLICATION OF FUNDS 


Net sadditions, to fixed @ assetsi ose. y ree te eee rey Ha $ 51,150 $ 319,553 
Decrease ‘in ‘first mortgage bonds... eee ce eee 55,000 55,000 
Decrease’:in notes payable <2... (sccsteceuaneraiee he snc ern tss MG ee 23,366 — 

Dividends ‘on *preferred: sharesite.. tin. nn Cee an mmcee eee 8,850 29,060 


$ 138,366 $ 403,613 


LD pbs § /? 
NET CURRENT ASSET 
Nets; inerease, (decrease). WiGa eee, Maina ea ton aes ee meee $ (188,233) $ (90,827) 
July 31st 806,792 ‘1,062,313 


April $ Sth) ol UN Ra et oe dia ar ae ce ee SN 


